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You will be able to:

[N

Identify factors that should be considered when selecting sites for
specific types of businesses (retail, manufacturing, wholesale,
service).

e Identify factors that should be considered when analyzing a
geographic area as a possible location for a business.

¢ Determine tl;g steps involved in selecting a business slte':
e Discuss the factors considered in property appralsal \

e Identify resources available to help entrepreneurs make site
~ selections.
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BEFORE YOU BEGIN

1.
2.

Consult the Resource Guide for instructions if this is your first PACE unit.

Read the Unit Objectives on the front cover. If you think you can meet these objectives now

" consult your mstructor .

(
These-quectives were met at Level 1. o c.
- El PENGN .

e Explain the importance of Selectinh the right business site
o Identify factors to be considered when selecting a business site

® Determine advantages and disadvantages of different types of business locations (isolated,
central busmess district, nelghborhood shopping center, etc )

e Describe terms of occupancy contracts for a busmess

If you feel unsure about any of these topics, ask your instructor for materials to review them.
Look for these business terms as you read this unit. If you need help with their meanings,
turn to the Glossary in the Kesource Guide.

appralsal - industrial park
audit- ’ urban renewal projects/revitalization projects .
clientele _ zoning laws ‘




' WHAT IS THIS UNIT ABOUT?

- HOW IMPORTANT IS 'fHE
RIGHT BUSINESS LOCATION?

LOCATING THE BUSINESS

Locating & business involves a very important decision. This business
decision can “make or break” the firm. No matter what type of -
business you are considering, a good location will get, you started on
the “right foot.” . ‘ ‘

The focus of this PACE unit is on planning for the right location.
Topics included in the unit are: the importance of the business
location, general location factors, specific location factors; types of
business locations, and assistance available for site selection.

Studies have shown that a good business location is a major success
factor. The sales volume of your business is greatly affected by the
location of the business. Businesses must be located near their
customers. Location is important in attracting customers to your
business. A poor location means you must attract customers by other
mean than convenience. These include reducing prices, increasing

‘promotions, or some other costly practice that eats into your profits.

When planning the location of your business, an important
consideration is the nature of the business you will operate. Although
there are general factors to be considered for locating any business,
the importance of these factors varies with the type of business
operation. :

Easy access and traffic patterns are most important for retail
establishments. Customers should be able to reach these firms from

" major roads. Ample parking should be available. Even the different

pedestrian traffic patterns within a shopping center are important to
owners of retail businesses. ‘

Many studies of customer traffic patterns have been completed.
Anyone planning a retail-business should examine thege studies.
Patterns that contribute to the success of theaters, service stations, |
drugstores, and appare] shops all vary in important ways.

Different factors are of primary importance when selecting sites for
wholesale establishments. Rail, truck, and air carriers should have
easy access. The wholesale egtablishment should be located near

'major highways or rail lines. Because of the nature of the facilities,

equipment, and fixtures, the number of good sites is often limited by
zoning laws and permits. ’ :

_ Although being close to a shopping center has advantages for many

service businesses, customers are likely to seek out and travel further
for a service. They will often go out of their way to visit a preferred

dentist or a TV repair shop. So even among service firms, differences
exist in the relative importance of thé factors to be considered in-site
locations. ‘

£

Manufacturing firms have the most restrictive zoning limitations. If -

you are considering a manufacturing business, check into zoning

laws, shipping facilities, availability of appropriate buildings,
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’ »WHAT GENERAL FACTORS
SHOULD BE CONSIDERED
WHEN SELECTING A BUSINESS
LOCATION?

distance from raw materials, and near- ness to the potential market.
All are important site considerations.

Selecting the right site is of vital importance to the success of your

business. To help you rate available sites as you study them, and to

compare these sites in terms of their suitability for your type-of
business, the Small Business Administration (SBA) provides a
“Rating Sheet on Sites.” .

When planning for the location of a small business, three general
factors should be considered: economics, population, and competition.
These factors are used to determine an approprlate geographic area
or city for the business: , !

Economiecs. A major concern in planning the location of a small
business is the economic base of the area. The type of industry in an
area will influence the economic conditions of the region. Agriculture,
manufacturing, and commercial trade are major types of industry.
The varjety of industry is an important item. Some areas depend on
one industry while other areas have a balanced variety of business

establishments. The future of the area should be studied in terms of

the stability of the economic base.

A étudy should be made of the industries in the area to answer the
following questions:

® Do townspeople depend on one mdustry or business for their
jobs? « ,

e Or does the cpmmunity have a variety of industries?

e Is industry in the area healthy?

o Isit seasonal in nature"

® Are |ndustrles moving in or are they locating elsewhere"

You will need to analyze the lmpact these industrial conditions will
have on your busmess -

'Other economic factors are important when_ locating a business. Good

highways and railroad facilities are favorable to business. The
availability of public utilities and a well-trained labor force are
positive factors. Local taxes are also an economic factor.

Population. A second general factor that affects bustness location is
the nature of the population. Because the income of individuals
determines the demand for goods and services, owners of small _
businesses should gather information about the income patterns of the
region. Populatlon trends should also be reviewed. The growth,
decline, or stability of the populatlon as well as the standard of
living, are items of interest.
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Entrepreneurs should gather economic information about the

population in the area selgcted. Specific Questions to be answered
include— ' /! :

e What is Qhe.\wqra e income?

e Isthere a mixture of income levels (low, medium, high) in the
area, or does the area have predominately one income level?

e What are the employment/unempldyment trends?
® Do most people own or rent their homes?
@ What changes have occurred in the population?

Competition. The third general factor important to business location
concerns the number and type of competitors or potential
competitors. The number of competitors is important, because an
area can support only a limited number-of competing bysinesses. If
too many of the same type of business locate in the same’area, they
may all have limited sales and several may not sufvive. A small
business owner can.determine if-the competition is alert and up to

a

date by driving through the area and visiting a number of firms. The

presence of chain stores, franchises, and other major firms should be
noted. You should know not only how many competitors exist in your
sales market, but also where they are located.

You should also find out how many businegses similar to yours have
opened or closed in the past two years. Indirect competition that
provides similar kinds of goods and services is another factor to
} analyze. : ‘
Investigating the competition in a geogi‘aphié drea is a vital step in
the planning of a business location. Questions similar to those that
follow should be answered. ’

o How large are the competitors? e )

e What do their customers think‘abou‘t the products or services
offered by the existing establishments?

e What type of managemeént—cooperative or cut-throat—exists
in the area?

e If there is little or no competition, why not?

® What is the history of businesses like yours in the area?

Three conditions favorable to opening a new firm are: (1) the absence

of similar firms, (2) the presence of poorly managed companies, or (3)
an expanding market. A study of your competition will let you know.
if any of these conditions exist.




WHAT SPECIFIC FACTORS Once you have studied the general factors and selected a geographic
SHOULD BE CONSIDERED area or city, you must choose the actual business site. The specific
WHEN SELECTING ABUS'SN,%%?' considerations vary with the nature of your business. Items
I concernlng competition, traffic flow, transportation, parking, and
zoning ordinances should be analyzed when planning the site of the
business. The relative importance of these factors depend upon '
whether you are planning a retail establishment, manufacturmg
firm, wholesale business, or service busmess

Retail Firms. The success of a retail store is tied to its ability to

attract customers. The store must be located close to wk.2re its .
potential customers travel. The type of goods you sell determines how
close you should be to your customers. Stores that sell convenience
goods, like candy and cigarettes, need to be located in high traffic
areas. Businesses selling shopping goods, like appliances and

furniture, can be successful on secondary streets, since customers will.
make some effort to search them out. Specialty goods, like jewelry or
health foods, can be sold by stores “off the beaten path,” since
consumers will spend quite a bit of time searching for the right item.

The nature of neighborhood stores is another planning consideration.
Some stores will not draw enough customers alone, so they should
locate near stores that draw similar customers. Some stores are
incompatible as neighbors; one store’s customers drive the other
store’s #istomers away. Studies have shown that clothing stores and
service stations are not compatible neighbors.

Customers should face few problems in reaching your store. In
planning your location, consider parking facilities, public
transportation, and the volume of traffic. Many entrepreneurs will
conduct a traffic analysm to determine the number and t,ype of
persons traveling in a certain area of town. .

You should alsa consider several other factors. Zoning and other local
ordinances, the cost of the site, and the general appearance of the
area surrounding the site are also important. °

Wholesale Firms. These businesses sell to retailers or other
wholesalers in the area. Prosperous retailers, a growing population,
and a broad economic base are positive factors. When planning for
the specific site of the wholesale firm, consider closeness to major
highways or rail lines. Local utility services and ordmances should \
also be investigated. ]
In many areas, an old established wholesaling district may meet the
needs of the firm. Recently, many wholesalers have located on the
outskirts of towns near major thoroughfares. Careful study of location
factors is necessary to choose the right lpca‘tion.

. Service Firms. The location factors for/a service firm are similar to
: those for locating a retail firm. Some s¢rvices require the customer to
. be present at the firm, such as dry cleaners, and other services are
prowded on the customer’s premises, ike pest control or janitorial
services. A location near the customers is most lmportant for the first
type of service firm.




WHAT ABOUT THE FUTURE?

WHAT TYPES OF BUSINESS
LOCATIONS ARE THERE?

Manufacturing Firms. Site location for small factories requires the
analysis of many of the factors already discussed for other businesses.
Access to the market, transportation facilities, community services,
and potential for expansion have been mentioned as factors to
consider. Additional factors for small manufacturers include the
quantity and quality of the labor supply, availability of raw
materials, and community attitudes towards the business.

A careful analysis of these many factors are necessary for the
selection of the proper factory site. The right site will minimize many
of the problems faced by small manufacturers.

As you.plan the loéation of your firm, it is important to consider the
future. Information concerning the general and specific location
factors is mostly historical. It deals with the past. Your business will
be operatifg in the future. Change occurs rapidly in today’s world.
Hand-held electronic calculators that cost $150 a few years ago can
be purchased for $10 today. : S

As you gather information on economics, population, and competition,

. think about the future. Do any of your sources have copies of plans

for future developments? During your review of the data already
gathered, did you notice any trends? Are these likely to continue?
Once you know about plans for the area and are familiar with some
trends, you can make some of your own forecasts.

How will these forecasts affect your business? Some locations may be
more promising now, but not so promising in the future. The reverse
may also be true. When planning a location for your business,
consider the future. Three to five years down the road is reasonable.
You should be concerned not only with the future of the area, but also
the future of your business. What happens if yoyr business is
successful beyond your wildest dreams? Will you have room to
expand? Do you have alternative sites in mind? The futureis an
important factor in business location. [

As the process of planning a bugsiness location proceeds, you will
notice that businesses tend to cluster together. This is natural, since
many of the general factors and some of the specific factors apply to
many businesses. If a factor is favorable to one business, chances are
that factor is favorable to other businesses. These clusters-occur
without planning. On the other hand, shopping centers and industrial
parks are planned clusters.

Generally speaking, firms will cluster into one of the following types
of locations:

& Central Shopping Districts

e Neighborhood Shopping Centers
i

e Shopping Centers

e Industrial Parké

A
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Central Shopping Districts. These are the main shopping dlstrlct in
the city dr town. They are generally located on theé main street and
often include several city blocks. Government offices, banks, and
similar types of institutions provide a market for restayrants,
theatres, and general merchandise stores.

The major advantage of this kind of location is.the drawing power of

the numerous and often large retail and service establishments.
Heavy pedestrian and automobile traffic make it a good location for
stores selling convenience items. The advertising and sgles
promotions of the individual stores draw additional customers from a
large trading area. Recently, through urban-renewal and '
revitalization projects, the downtown areas of many cities and towns
have been made more attractive.

A major problem in many central shopping districts is the declining
quality of life. High crime rates, vacant stores, and traffic congestion
are unpleasant facts of life in many cities and towns. Other problems
include high operating costs and heavy competition.

Neighborhood Shopping Areas. Scattered throughout cities and

towns are small clusters of retail and service firms. These clusters
are located along busy streets close to residential areas. Clusters of
this type are known as neighborhood shopping areas. .

These arefis are attractive to small business owners because of lower
rents and operating costs. Additionally, the personal contact with
friends and neighbors is enjoyable. This accounts for many repeat
sales. A well-balanced assortment of stores also tends to act as a
drawing card. '

The major drawback to these locations is that they attract customers
from a small trading area. These shopping areas will support only
smaller stores.

Shopping Centers. These business clusters are planned shopping
areas. They have grown with the increased use of the automobile.
Shopping centers are usually located on the outskirts of a city or town
near a major highway. The three basic types of shopping centers are
neighborhood, community, and regional.

-~

Neighborhood tenters, sometimes called strip centers, are designed to
serve people within a five to ten minute drive. A supermarket often is
the largest store in the center. Community centers attract customers
willing to drive twenty minutes or so. A small department or general
merchandise store will serve as the major client. A regional center is
usually enclosed and has two or more major department stores.
Customers will drive from areas forty minutes away or more.

The major advantage of shopping centers is their ability to attract
customers. This drawing power is enhanced by a planned tenant mix,
- pooled advertising, and promotion programs. Ample parking is
provided. Shopplng centers attempt to create an attractlve and




WHAT STEPS ARE INVOLVED
IN SELECTING A BUSINESS
4 SITE?

- appealing overall atmosphere. Many centers sponsor promotional

events, like new car shows, to attract potential customers.

Shopping centers do have some dlsadvantages The cost of space in a
shopping center can be high. Also, you will give up some of your

. independence, since most stores are required to maintain uniform

hours. You may be limited .in your advertising and promotional
programs to insure they meet center standards. Maintenance fees can
be increased by center management, with little 8ay-so from the
clients. - -

Industrial Parks. Industrial parks are to manufacturers and
wholesalers what shopping centers are to retailers. Industrial
developers provide the industrial firms with the location factors most
sought after by these firms. Industrial parks are planned packages.

These parks are generally located on the outskirts of town and cities.

" Major highways and rail lines are located close by or run through the

park. Utmty hookups for industrial use are in place. Many areas offer
tax savings to businesses locating in the park.

Many factors must be reviewed whén blanmng a business locatfon.x
An organized approach to this task is helpful You may want to
follow these steps—

1. Select a general area for consideration.
Survey several promising sites within the general area.

Establish specific criteria for the site.

Ll

Rate each site based on the criteria, and make your decision.
As you take the first two stepé, consider economics, populafion, and
competition characteristics. Consider the nature of your business and
the various types of business locations as you do the last two steps.

You can develop a checklist similar to the one that follows This will
help you organize your search. .

I. Characteristics of the Economy

-

o What types of industry exist in the area?

Agriculture
Manufacturing
Wholesale
Retail

Other




-
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e What.is the condition of the industrial base?

/. Stable.
Growing
Declining—

I1. Characteristics of the'Population
e What income levels exist in the aréa?
_ High
. ' Middle
Low
e Which age levels contain the most individuals?

Pretedfiagers
Teenagers
Young Adults ~
Adults

Senior Citizens

o Where do the people live?
Urban
Suburban areas
Rural areas

I11. Characteristics of the Competition

e How many competitors exist?
Many
Few
None

e Where do the competitors exist?
Along the main streets )
Scattered throughout the ared
In shopping centers

e What type of competitor is evident?

National or regional firms . , :
Franchise operations (
Local operations.

IV. Nature of Your Business

Retail

Service
Wholesale

Manufacturing




SHOULD YOU BUY AN EXIST-
ING BUSINESS OR START A
NEW ONE?

V. ‘S'pecific FactorswConsBer S -

I
. LY

A

Are you aware of local ordinances affecting: your buginess?
Are you lpcated near yodr custome;rs?‘

Aré trgnsportaiion fﬁcilitie's adequate? l ‘ 3
Are‘ﬁqighborir;g businesses compatible with yours? =
What is the cost of the site? |

Agre municipal services available? . L

Is the labor supply adequate?

‘Do you have room to expand? L © -

VI. Types of Business Locations

Which of the following locations exist in your area?

Central shopping district-

Neighborhood shopping area

Major traffic routes.

Shopping centers

Industrial parks ’

~

Are they appropriate for) your type of business’

Yes
No

v

As you plan the site of your business, perhaps, you will find several
suitable locations. You may have to decide whether to buy an exlstmg
business or start a new one.

Buying an existing business will have the following advantages:

Studymg the site will be easier. Pfxistmg businesses often
have readily available data, such as traffic studies, counts of
the number of people who pass the location at various times
of the day, type of potential clientele who shop the area and so
on. ‘

The current owner’s equipment, furnishings, and fixtures will
be available. You will save time because you will not have to
locate all of the necessary materials. In addmon you may cut
costs using the avallable items.

Previous owners or employees may be able to help you
manage the organization. They can provide you with helpful

L SR -

.

»



. ’ / .
WHAT SHOULD BE DONE TO

APPRAISE A BUSINESS?

e

contacts, savmg you tlme and money There may be no need
“to h1re new employees.

" You may have established custonfers. These customers codld '
‘be a tremendous source of i 1nc(gme that may reduce the risk’in
openlng a busmess .

- Buying an existing business has some dlsadvantages The location

may be so poor that even good management could not make the
busmess succeed. Beware of the deal that sounds “too good to be
true.” The owner/manager may have driven customers away; the
inventory may be outdated; fixtures and buildings could be.i .in poor
condition and equipment obsolete ,

The advantages of starting a new: busmess are many. You will have

the chance to select your own employees, fixtures, and equ1pment S

You will have no need to follow up the prev1ous owner’s policies and
practices; you can develop your own. You can “start anew” with
customers without overcommg any ill will previous owners may have

_ created.

s

Choosing a new site is more of a gamble. You will need'to study a )
number of locations, gather city and local data, and rely more on your
instinct. You will also have to build up and ma1nta1n a completely

new and unknown cllentele :

As dlscussed above, buylng an exlstlng business and openlng a new
business each have advantages. Before you decide which is better for
you, perhaps you should evaluate an existing business. As a potential
buyer, you must carefully analyze the business.to determine its
worth. Throughout your evaluation, you should be consulting such
experts as public accountants, bankers lawyers, Chamber of
Commerce personnel, Wsmnal trade association advisors, and real
estate people. They wi _prov1de you w1th objective answers to your
questlons ' '

One of the first questlons you should try to answer is: “Why does the
seller want to sell?” Is it because of poor personal health, retirement,
or decreasing sales? Sometimes people buy an existing business and
find out a year later that the seller opened a competing business at a
better }ocatlon Consider the seller’s answer thoughtfully. You want to

-be sure it is accurate. Talk with the local bankers, customers,

suppliers, and possibly even competitors and empldyees. Listen to
what they say. Be especially careful. Knowing the real reason for
selllng w11] help you decide whether or not to buy.

Another major concern when evaluating {he busmess is determinin-g'
its profit potential. When analyzing profjt information, ask three
questions: (1) What are the profit tr of the business? (2) Are the

profits similar to other businesses in the same industry? (3) If proflts

~ are low, is it realistic to believe they can be increased wnth your’
. leadership?

12
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WHAT HELP IS AVAILABLE
FOR SELECTING A LOCATION?

Other questlons that need to be answered are—

e If the seller has an exbluslve selllng agreement with a
supplier, can that be transferred to you?

® Does the business have a good reputatlon among its
~ customers? - .

® Are there speCIal llcenses required because of change in
ownership?

e What is the total initial amount of money needed to get into
this business, lncludmg purchase price, working capital,
money for repa1rs and purchase of new stock"

" Before you decide to buy a f1rm arrange for an audit of the sellers '

records and financial statements. Use a reliable public accounting |
firm. In addition to the current audit report, you will want to_have
information on past sales and profit figures: This type of information .
is available in the seller’s tax returns. Beware of a seller who is not
willing to share the information needed to conduct a complete audit.

A serious seller should be willing to comply with an audit. -

It is also wise'to have an expert appraisal of the equipment, bulldmg, :
fixtures, and other fixed assets to determine their current worth. Thlsv
requires a physical. lnvenwry .

You will also need to study the condition of the 1nventory You must
determine how much of the stock can be sold, whether the investory
is balanced (i.e., is there too much of one item?), and how much of a

~ loss you will take by getting rid of unsatisfactory items

Finally, you and the seller must agree upon the price for the business.
Since the seller has an emotjonal investment as well as a financial .
investment, the selling price may be higher than the fair market

_ price. So before you make your final decision, be sure to have an

accountant determine the net worth of the business. The sales

* agreement or contract should be drawn up by a lawyer. Don’t

attempt to do these activities yourself unless you are an expert
accountant or attorney. This way, some future headaches and

R mistakes can be avoided. k‘

Your bus1ness location must be selected as a result of study and

" planning, not on a hunch. Selecting the correct site is complicated

and requires the study of many factors. These factors relate to the
type of business to be established, customers to be served, and types
of goods and services to be sold. Therefore conducting a thorough

. garket study is very important. This study does not need to be

phisticated, but it must be done carefully. In addition to conductlng '
your own research, a great deal of free or inéxpensive data is
available. Many organlzatlons are willing to assist in conducting the

“study.

13
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A first step in conducting research for planning a business location is
to gather appropriate data. Many sources of free and mexpenswe
data are available'for an owner of a small business to conduct a’
preliminary feasibility study. The U.S. Government is a valuable
source and publishes the following items:

- o Statistical Abstract of the United St tes. This annual :
publication includes national demoﬁraphnc data on such items
as population and income. _

o County and Czty Data Book. Data for any cnty or county with
_a population over 25,000 is included in this source. Also~ -
included in this book is information concerning the number of
businesses; number of families, number of multifamily and
.single-family housing units, and average income.-

® The Survey of Current Business. This useful monthly
- publication includes monthly sales volume for various
products and services, economic information (including
unemployment data), and articles on subjects such as changes
in. consumer buying habits.

- An additional source of information is provided by the “Survey of
‘Buying Power,” published yearly by Sales and Marketing
Management magaziné. This survey prints data on individual and
family purchasing power for metropolitan areas of the United States.

Once a preliminary study has been conducted, additional information

and assistance can be obtained from a variety of organizations. Some

of these organizations will have economic survey results and other

data, such as traffic counts, collected locally. Some agencies will also

~ be willing to help you conduct your study by providing guidance or

. even doing some of the collection and analysis of the information.
Contact the following agencies to obtain their services: .

® ' Small Business Administration
‘e National or local Chamber of Commerce

e Trade associations such as the Natnonal Retail Merchants ,
Association -

® Planning commissioos

® Manufacturers and wholesalers
'® Neighboring bus_inesses

® Bankers

@ Consultants | | o

Local colleges
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-Once you have gathered sufficient data, the actual site selection

process can begin. The entrepreneur can conduct the study or employ -
professnona]s Many professional area development groups provide
their services free of charge. These groups are generally one of three
types: government sponsoved civic organizations, or private
corporatlons The services provnded include—

_® information such as wage and tax rates;
e contacts with mfluentla] and know]edgeable peopie

. e fmancla] assistance arrangements for loans, grants, and
bonds; ' . ,
e projectiohs of economic potential. ' ~

»

Most states have ‘economic deve]opment agencies, as do many local

~ areas. For more information’ regardmg these agencies, contact:

L X Natnona] Association of State Development _ _
Agencies Hall of States, Suite 116 -
. 444 North Capitol Street, N.W.
‘Washingtongs DC 20001

_or

e American Economic Development Council
1207 Grand Avenue, Suite 845
Kansas City, MO 64108

. Planning the location of a business requires ‘the review of many
- factors. Information for and assistance in planning business locations

is abundant. An entreprenéur should use these resources in a -
reasonable, methodical way. The business location decision is
important, for you may make it only once, and the ]ocatnon can ma.ker
you or break you. .




ACTIVITIES

INDIVIDUAL ACTIVITY

b
[

INDIVIDUAL ACTIVITY

GROUP ACTIVITY

GROUP ACTIVITY

CASE STUDY

.

Do you feel you have gained some knowledge of planning the location_
*of & small-business? Do you understand the major factors to consider
when choosing a business location? The Tollowing activities are
designed to enable you to develop aplan for locating a small business.

A first step in planning a business location involves a study of the.
economics, population, and competitive characteristics of a
geographic area. Compnle a list of specific questions to be answered
or information needed for each-of the major factors in locating a
small business of your choice. Visit a library located within the
geographic area under’ consideration and obtain as much information
as possnble concerning the items on your list. Feel free to add new

questions to the list as_you conduct your research. Prepare.a fmal list -~

of the items and their answers to use as a planmng tool.

A second step in p]anmng a business location is analyzing the factors

concerning the selection of a specific business site. Visit at least two
real estate agencies or an economic development agency, and compile

" a list of factors they consider when selecting locations for small

businesses of the type you-are planning. Select a local business and,
through observation, interviews, and library research, evaluate its -
location for each of the factors identified by the real estate or
economic development agency.

Form a group of three or more people to evaluate the locations of .
three or more similar firms. Be sure to include a business in the
central shopping district, a business in a neighborhood shopping area,
and another business in a shopping center. The group should
assemble to djscuss the evaluations. Compare and contrast the three
types of business locations: If you plan to open a manufacturmg firm,

be sure to evaluate an mdustnal park locatlon

After completing this unit an-d gathering information about the
general factors to be considered in locating a small business, select a
promising site and conduct a site history. In small éroups of five to
seven persons, briefly report on the history of the site. Compile a list
(t))t;(t;actors that make a location good and factor&that make a location

Sara Toney has been operating a catalogue sales store affilidgted with
a large national department store. During the two years she has been
in the business, sales have increased every month due to effective
promotions and an emphasis on customer serv1ce

The mo’st profitable sales are the large home appliances, like washers
and dryers, refrigerators, and electric ranges, all of which are
delivered and set up free of charge. The increased sales of large
appliances have caused space problems due to display and storage
requirements. Several of the appliances in storage and on the display
floor have been damaged due to the crowded conditions.

The store is leased at very reasonable terms, is ]ocated close to the
intersection of two main streets in the center of town, and has ample
parking. The layout of the store is long and narrow, with the narrow
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front of the store facing a main road. This narrow front severely
limits the amount of window display and promotion area.

The central shopping district of the town has been undergoing:
changes in the past few years. Some old established businesses have
gone out of business osold out. Several new businesses have been
started; but arestruggling to make it. Two new national retailers—a
drug store and a general merchandise store—have opened and geem
to be doing well. .
Sara has been approached by a local real estate developer to become
a.tenant in a shopping center under construction two miles outside of 3
town. The shopping center is being located at the intersection of the .
main north-south route through town and a soon-to-be completed four

lane highway. The major tenant in the center will be a stare jn a

regional grocery chain. Ten other establishments will be lecated in -

the shopping center, none of them appliance stores. The ten- ant space

the developer has selected would:double the space of Sara’s current:

store, but the rent would be four times her current lease payments.

Sara has asked you for advice on evaluating the new location. What .
"questions should she ask of the developer? What factors should she 7
consider while evaluating the move? Where can she get information {
that will help her make a decision? And finally, under what
conditions should she make the move? :

v
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ASSESSMENT Directio‘ns: Read the following test items. Answer each item to check
your knowledge of the topics presented in this unit. When you have
completed the items, ask your instructor to check your answers.

1. Identlfy and explaln the three general factors that should be
-considered when analyzing a geographic area as a possible °
location for a business.

i - , 2. Identify and explain five factors that.should be considered
: when selecting sites for the fallowing types of firms:

retail
wholesale
service
manufacturing

3. Determine the steps to be followed when plannmg the
. selection ofh busmess site.

4. List five sources of assistance or information available to help
- small business owners plan site selections. Describe the type
of assistance or information from each source.

5. Discuss the factors consndered in the appraisal of - property
when purchasing a business. .
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THIS UNIT
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New York: McGraw-Hill Book Co., 1978.
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~ Unit1. Understanding the Nature of Small Business

Unit 2. Dete_rfnining YourvP’otentvial Aas an En(repreneur
Unit3. Developing the Business Plan
Unit4. Obtaining Technical Assistancé
Unit5. Choosing the Type of Ownership
Unit6. Planning the Marketing Strategy
g} Unit7.. Locating the Business
U.nit 8. Financing the Business
Unit9. Dealing with Legal-Issues
. Unit10. Complying with Government Regulations \
Unit.11. Managing the Business
Unit 12. Managing Human Resources
Unit 13. Promoting the Business
Unit 14. Managing Sales Efforts
U@% Keeping the Business Records
Unit 16. Managing the Finances .
Unit17. Managing Customer Credit and Collectiohs
'Unit18. Protecting the Business
Resource Guide
lnstructo}s' Guide
Units on the above entrépreneurship topics are available at the following three levels:
° Level 1 helps you understand the creation and operation of a business

e Level 2 prepares you to plan for a business in your future’
e Level 3 guides you in starting and managing your own business

OSU

The Ohio State Unwversity
‘ .
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-Level 2
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